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The Dow’s Milestone Year 


Signs of global growth powered gains in the U.S. and stocks around the world. 
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against high prices and 
unemployment continued 
for a second day. A5 


+ An attack on a church 
near Cairo killed at least 
nine, the latest assault tar- 
geting Egypt’s Christians. A5 


+ Israel intercepted rock- 
ets fired from Gaza that ap- 
peared to target a ceremony 
for a slain Israeli soldier. A5 


+ Pence is amassing a war 
chest through a PAC he cre- 
ated and giving money to 
Republican candidates. A4 


@ The U.S. ranks fifth 
among large countries for 
its debt burden. A4 


+ Russia and Turkey signed 
a deal for Ankara to buy an 
antiaircraft system. A7 


Business & Finance 
— p 


+ Goldman said it would 
take a $5 billion earnings 
charge related to the recent 
tax overhaul, a one-time 
jolt expected to be followed 
by a longer-term windfall 
from lower rates. A1 


+ The Dow posted its sec- 
ond-biggest yearly gain of 
the past decade in 2017, ris- 
ing a surprising 25%, and the 
S&P 500 ended up 19%, defy- 
ing early expectations for a 
“sideways market.” A1, A2 

+ International stocks out- 
performed the S&P 500 for 
the first time since 2012, 
ending with gains of 24%. B12 


+ Pershing Square and 
Valeant are paying $290 mil- 
lion to settle a suit alleging 
illegal trading in Allergan. B1 


+ SandRidge is terminating 
its deal to buy Bonanza Creek 
after pushback from Icahn 
and other shareholders. B3 


+¢ Trump said the Postal Ser- 
vice should charge Amazon 
more to deliver packages. B3 


+ Oil prices ended the year 
above $60 a barrel, a level 
not seen since June 2015. B11 
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Index performance 
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Top-performing Dow components 


89% 


Boeing 
Caterpillar 
Visa 

Apple 
Wal-Mart 
McDonald's 
Home Depot 
UnitedHealth Group EJ 
Microsoft 
American Express EJ 


Sources: WSJ Market Data Group (Dow, top performers, best years); FactSet (international indexes) 
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Record Run Defies Skeptics 


By CORRIE DRIEBUSCH 


The Dow Jones Industrial 
Average posted its second-big- 
gest yearly gain of the past 
decade in 2017, rising a sur- 
prising 25%. 

The market notched the 
most closing highs for the index 
in a single calendar year. Vola- 
tility swooned to historic lows 
and many global stock markets 
finished the year at or near re- 
cords or multiyear highs. 

It’s a sharp change from 
what many money managers 
and analysts anticipated at the 
start of 2017. At the time, 
many expected what they 


called a “sideways market,” 
where the overall levels of ma- 
jor indexes would remain little 
changed at year-end. Instead, 
the S&P 500 posted its best 
yearly gain since 2013. 

Some of them acknowledge 
they were surprised by a con- 
fluence of market-supporting 
trends. They didn’t expect cor- 
porate earnings and revenues 
to grow at such a fast clip. 
They didn’t anticipate the 
economies of all 45 countries 
tracked by the Organization for 
Economic Cooperation and De- 
velopment to be on pace to ex- 
pand, an uncommon synchron- 
icity. They certainly didn’t 


On the Rise 


@ Wall Street traders miss 
out on the bounty 


@ IPOs stage a recovery... B10 


Oil hits $60 a barrel B11 
@ Global stocks beat U.S... B12 


predict the Dow would rise for 
nine consecutive months, its 
longest streak of monthly gains 
since 1959, even in the face of 
geopolitical turmoil in Wash- 
ington and around the world. 
“There was no knocking the 
market off its perch,” said JJ 
Kinahan, chief market strate- 
gist at TD Ameritrade. “A cou- 


ple times it wobbled, but we 
never saw a wild rush of sales 
in the market. Every dip was 
marked with big buyers.” 
Heading into 2017, many 
analysts and investors ex- 
pected moderate gains for the 
S&P 500. Goldman Sachs 
Group Inc. forecast in a Janu- 
ary 2017 report that the index 
would rise to 2400 in the first 
quarter before fading to 2300 
by year-end. Credit Suisse also 
estimated in early January 
that the index would close out 
2017 at 2300. The S&P 500 
closed at 2673.61 Friday. 
Underpinning the index’s 19% 
Please see RALLY page A2 


$5 billion earnings charge re- 
lated to the recent tax over- 
haul, a one-time jolt ex- 
pected to be followed by a 
longer-term windfall from 
lower rates. 

Companies from Wall 
Street to the heartland are 
wrestling with the immediate 
implications of the most 
sweeping changes to the na- 
tion’s tax code in three de- 
cades. Goldman’s announce- 
ment, which sets up its first 
quarterly loss in six years, 
also hints of broader turbu- 
lence coming to U.S. corpo- 
rate earnings in the new year. 

Under one estimate, com- 
panies in the S&P 500 index 
could be forced to take tax- 
related earnings charges of 
$235 billion—about 1% of 
their combined market value. 

The charge will swing 
Goldman to a quarterly loss 
and wipe out much of its full- 
year profit. But the firm, like 
its brethren on Wall Street 
and across much of corporate 
America, will be a winner in 
the long run as it enjoys the 
lowest U.S. corporate tax rate 
in eight decades and gets new 
flexibility in how it funds it- 
self, invests in the business 
and returns capital to share- 
holders. 

“They will make this back 
and then some,” said Devin 
Ryan, an analyst at JMP Secu- 
rities. “Tax reform is a posi- 

Please see TAXES page A2 
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protests erupted over high prices and unemployment under the 
government of President Hassan Rouhani, above. A5 


U.S.-China Tensions Esealate 


By MICHAEL R. GORDON 
AnD ANDREW JEONG 


WASHINGTON—Beijing and 
Washington clashed over a 
U.S. push to blacklist cargo 
ships for violating interna- 
tional sanctions against North 
Korea, including one vessel 
South Korea said it seized af- 
ter an illegal transfer of oil. 

The confrontation, playing 
out in jockeying at the United 
Nations, comes amid an esca- 
lating war of words between 
President Donald Trump and 
Beijing over China’s willing- 
ness to tightly enforce sanc- 
tions following Pyongyang’s 
nuclear and long-range missile 


tests. China’s critics say it has 
agreed to tough-sounding Se- 
curity Council resolutions 
while modulating how strictly 
the sanctions are actually en- 
forced. China denies it vio- 
lates sanctions. 

The Trump administration 
has been arguing for a cam- 
paign of “maximum pressure” 
on Pyongyang, but some U.S. 
officials say they have mount- 
ing concerns that China is 
leaving room for a partial eva- 
sion of the sanctions, depriv- 
ing Mr. Trump of some of the 
leverage he seeks. 

Earlier this month, Ameri- 
can officials shared with the 
U.N. declassified intelligence 


reports that they said sup- 
ported Washington’s position 
that 10 vessels be formally 
designated as sanctions viola- 
tors. South Korea disclosed 
Friday that it had seized one 
of the listed ships. 

But China successfully got 
the list whittled down to just 
four vessels, according to dip- 
lomats familiar with its com- 
munications to the U.N. sanc- 
tions committee. 

China’s role is crucial be- 
cause the sanctions committee 
operates by consensus and re- 

Please see CHINA page A6 
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Companies Discover 
Campaign-Finance Loophole 


Some funnel money through groups that back gubernatorial candidates 


By SUSAN PULLIAM AND BRODY MULLINS 


In October 2014, the Republican Governors 
Association needed help in Maryland, where the 
gubernatorial race was tight. So it called Moun- 
taire Corp., one of America’s largest suppliers of 


chicken products. 


Companies can’t donate large sums to candi- 
dates in many states, including Maryland. But 
they can give unlimited sums to governors as- 
sociations, which sometimes use the donations 
to support a company’s favored politician with- 
out any indication in the public record of the 


original source. 


According to a then-RGA official, the RGA 
needed $500,000 for an ad campaign to help 
Republican Larry Hogan. Mountaire was facing 


land, where it raises and processes millions of 
chickens every year. Mr. Hogan had criticized 
the regulations. 

Mountaire sent $250,000 to the RGA on Oct. 
31, according to filings from the Internal Reve- 
nue Service. It didn’t give its Democratic coun- 


terpart, the Democratic Governors Association, 


a penny that year. 

On inauguration day, Mr. Hogan blocked the 
proposal opposed by the poultry industry. He 
later negotiated new rules that won some 
praise from environmental groups but also 
gave the poultry industry more time to comply. 


U.S. companies have found a loophole in 


tough new environmental regulations in Mary- 


state campaign-finance rules by funneling do- 
nations aimed at helping candidates through 
the RGA and its Democratic counterpart, ac- 


Please see DONORS page A10 


By MATTHEW DALTON 


An invisible line separates 
the backwater town of Ventelay, 
France, from the bubbly opu- 
lence of Champagne. 

Over there, vineyards of the 


famed sparkling wine stretch _ 


for dozens of miles to the south 
and east, enriching property 
owners through the fruits 

of some of the world’s ggs 
most valuable agricul- 
tural land. 

On the other side 

of the line, vine- á 
yards are forbid- 
den. Ventelay sits just 
beyond Champagne wine coun- 


Corks Pop, and So Do Tempers, 
Over Who Can Make Champagne 


France might add new towns to bubbly’s 
i official region but drop others 4 


try, as decreed by the French 

government. Farmers scrape to- 

z. gether a modest living 

: from grain and cat- 
tle. 


` 


“Just look,” said 
< Jean-Pierre Bo- 
ee quet, who raises 

wheat, beets and cows. He 
nodded at a boarded-up 
building across the street 
from his house. “You won’t 
see that in the vineyards,” he 
said. “The wine country is im- 
peccable.” 

Now cue the sound of pop- 
ping corks. For the first time in 
nearly a century, France is con- 

Please see WINE page A10 


